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CHAPTER I
INTRODUCTION
Statement of the Problem
It is well documented that in the United States today,
in the midst of the richest nation in history, considerable
poverty exists.

The percentage of people classified as poor

has been declining, but it stubbornly persists.

The most

recent estimates indicate that there are some 34 million or
eighteen per cent of the United States population below the
poverty line.
It is of interest to economists

to study disadvantaged

people and the social and economic system within which they
exist.

Questions of equity, distribution, and total well-

being are raised.

Alfred Marshall, in reviewing ninetee.nth

century technological and economic progress suggested that it
is possible

11

••

that all should start in the world with a

fair chance of leading a cultured life, free from the pains
of poverty and the stagnating influence of excessive mechanical toil. 11 (7, pp. 2-4)

Obviously there are many people who

would like to make some trade if they could locate another
party to whom they could market their "commodity."
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From the viewpoint of public finance, disadvantaged
people are of concern, because of the magnitude of public
spending for them.

In 1966 the United States spent some

$55 billion for public welfare programs.

This amounted to

9.5 per cent of total personal income of 576 billion dollars.
This is twice the amount spent in 1955 and about ten times
the amount spent twenty years ago for public welfare programs.
Public spending for welfare programs in Iowa amounted
to nearly $633 million in 1966, or about eight per cent of
total personal income.

In addition it has been estimated

that private spending for welfare programs in Iowa has amounted
to approximately $18.5 million (6).
Disadvantaged people are of concern, too, because of
their inability to contribute substantially to the output of
the economy ( 16, p. 16 f£).

The Dimensions of Iowa Welfare

Human Resources Study estimates the annual loss to the economy
from the "dimensions" of need related to physical and mental
health, low skills, unemployment, crime and delinquency, and
mental retardation at some $400 to $420 million dollars for

Iowa alone.
The potential benefits of eradicating low farm productivity in the United States has been estimated at $4.5 billion,
assuming necessary adjustments could be made (12).
As we observe agricultural development and an urban
industrial order come onto the American scene, there have been
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profound and significant social and economic adjustments to
these changes.

One of these is the mass shifting of popula-

tion from rural to urban areas of living.

In spite of, and

in some cases because of these changes, there persists a
hard-core of disadvantaged people.
Nationally sixty per cent of the poor live in urban
areas and the remainder in rural areas (15, p. 3).

Much of

the public effort at elimination of poverty is directed toward
the urban poor with relatively little effort aimed at the
rural disadvantaged.

Yet, it is the rural poor who have the

potential and do contribute to the urban poor pool, especially
in the case of the migrating southern Negro.

Under these cir-

cumstances, when the urban poor pool is fed by large numbers
of migrating rural people, little progress can be seen when
evaluating urban poverty programs.
In order to develop public policy and programs to reduce or eliminate the paradox of poverty amidst plenty it is
necessary to examine the nature of poverty, e.g., what are
the characteristics of disadvantaged people and the circumstances that determine the reason for their situa'tion?

Even

more basic is the need to establish criteria as to what constitutes disadvantage.
Schultz (11, p. 2) summarizes the reason for studying
poverty, or more broadly disadvantage, from an economic
position.
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I shall take it to be true that the values of bur society are such that people generally would prefer to
have fewer rather than more families in this state of
poverty. From these social values one can straightaway infer the disutility of poverty. What this means
is that our preferences are such that a reduction in
poverty enhances our satisfactions. The question then
arises: What is the price of obtaining such additional
satisfactions? How much has to be given up by those
who are not in poverty to reduce or eliminate the existing state of poverty?.
The economics of poverty
therefore rests on the preferences and the capability
of a people to satisfy these preferences.
The Purpose and Procedure of This Study
The purpose of this study is to provide information
about disadvantaged people in Iowa as an input to policy
decisions concerning disadvantaged people.

This information

will be presented against a background of the national situation regarding poverty.

Specifically the study will provide:

(1) State estimates of the number of disadvantaged and
non-disadvantaged peopLe in Iowa by residence zone, i.e.,
rural and urban by city size,
(2) State estimates of the number of disadvantaged in
each residence zone based on the criteria of disadvantage,
i.e., income, education, and employment,
(3) A review of literature for a theoretical basis of
poverty, develop a model to explain poverty that will be tested
statistically using data from a household survey, determine
which variables are significantly associated with poverty,
and test the data to see if significant differences occur
hetween residence zones. family composition, health status,
or age categories.
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Data for the Study
The data for this study were taken from a household
survey developed by the Department of Economics at Iowa State
University in connection with the Dimensions of Iowa Welfare
Human Resources Study (5).

The data are from a survey con-

ducted by the Iowa State University Statistical Laboratory
that consisted of a random sample of disadvantaged and nondisadvantaged households in Iowa and was taken in 1967.
An in-depth interview contained twelve kinds of information:

personal and demographic information, employ-

ment, health information and expenditures, housing, financial
capabilities, job mobility and aspirations, level of living,
social participation, attitudes and values, awareness and
use of assistance programs, family planning, and income transfers.

Only part of this information is used in this study.
The criteria for disadvantage were:

(1) If the age

of the household head was less than 30 years and he had completed less than 12th grade in school, (2) If the age of the
household head was between 30 and 60 and he had completed
less than 8th grade in school, (3) If the head of the. household was unemployed more than 15 days in the previous threemonth period, (4) If the household contained any children between the ages of six and eighteen and who were not in school,
who had not graduated from high school, and (5) If all the
money income from all sources was below a certain figure,
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considering the number of people in the household and whether
it was a one-parent or a two-parent household.

This income

index is shown in Table 1.
Table 1
Minimum Income for Poverty Line, Dimensions of
Iowa Welfare Human Resources Study, 1967 (5)

Number of persons
in unit

Head married ,
spouse present

1

''One-parent''
unit
$1500

2

$2500

3500

3

3000

4000

4 or more

Increase amount $500 for each
additional person

The sample selected for the household survey was a
cross section random.sample of Iowa to give a basis for estimating what Iowa people are like.

It was designed to yield

interviews for about 600 disadvantaged households identified
by a screening procedure in personal interview and 300 interviews of non-disadvantaged family units.

The subsamples were

drawn in a manner to give both the above number of in-depth
interviews and also a random sample of the households of Iowa.
Samples were selected so that each of the residence
zones would be represented and this study is based on the
following classification:

Zone 1--0pen Country, Zone 2--Rural

places less than 2,500 in population, Zone 3--Towns between
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2,500 and 9,999 population, Zone 4--Cities with between
10,000 and 49,999 population, and Zone 5--The seven cities
with over 50,000 population that are the standard metropolitan statistical areas as defined by the census.

Cities were

classified in their respective zones based upon the 1960
census.
Organization of the Remainder of the Study
To this point, the introduction has given a statement of the problem of disadvantaged people in the midst of
the most affluent nation in history, briefly reviewed the
reasons for studying disadvantaged people from an econorru.c
standpoint, outlined the purpose and procedure of the study
and given a brief description of the data used.
Before proceeding furtherr it is necessary to provide
a common base for understanding the term disadvantage.

This

will be done in the opening section of Chapter II through a
review of the literature that attempts to establish a criteria of disadvantage.

The remainder of that chapter will

present a theoretical basis of a model to explain poverty.
Chapter III will be devoted to presenting household
survey data that have been jacked up to be state estimates
of the number of disadvantaged and non-disadvantaged people
in Iowa by residence zone, by criteria of disadvantage, and
other characteristics.
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Chapter IV will develop a model of the cause of poverty and present the results of empirically implementing the
model developed in Chapter II.

The study will conclude with

a summary, conclusions and implications for public policy in
Chapter V.
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CHAPrER II
DEFINING POVERTY AND ITS CAUSES
What is Disadvantage?
The dictionary defines disadvantage as being in a
deprived, unfavorable or prejudicial condition.

Those ad-

jectives are imprecise because they cannot be easily or
objectively determined or measured.

For our purposes, people

are disadvantaged when thE'.Y fall below certain prescribed
minimums in employment, education, income, health, social
participation and a host of similar items.

The minimums

or standards to determine the threshold of disadvantage need
to be precise for effective implementation of public policies that are directed at eliminating or reducing the number
of disadvantaged people.
Most Americans agree that every family ought to have
enough money available to meet certain elemental needs, but
there will be less agreement as to what the list should include.

Thus any standard used to set the minimums are deter-

mined in an arbitrary manner.

Since the minimums must be

set, we propose to explore, if only in a cursory manner, the
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disagreements about the criteria in order to add perspective
to the criteria selected for use in this study.
What is Poverty?
The following section outlines the discussion surrounding attempts to define poverty.

That it is difficult

is seen in a statement by Schultz (11, p. 1):
Neither income, nor wealth, nor consumption is a
dependable measure.
Even when all three are used
in combination, the resulting measure wil 1 not tel 1
us why, and the extent to which our society redefines
poverty so as to raise the so-called "poverty-line"
over time. Common Sense is indeed a rare gift but it
is not sufficient for this task. Poverty is a complex
social-economic state that characterizes particular
families in a particular society.
The early tentative definition of poverty called any
family poor that had an annual income of less than $3000,
and any individual with less than $1500 per year was defined
as poor (13).

That this definition was arbitrary is indi-

cated in several criticisms of the definition.

Some families,

albeit few in number, may consume assets accumulated from the
past and yet have low current annual incomes.

The current

estimates of poverty generally do not take this into account.
Some families, notably farmers and those who own their
own homes, have non-money income, e.g., home produced food
or the net rental value on owner-occupied dwellings.

Other

families have credit available to them to tide them over
short-income periods.

Therefore, poverty thresholds ought
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to include not only current income, but assets, non-money
income, and available credit as well.

The minority report

of the Joint Economic Committee of Congress in 1964 says "by
this more reasonable definition, 13.6 per cent of United States
families--not 20 per cent--had incomes under $3,000 (1961)."
A report by the President's National Advisory Commission on Rural Poverty states, ''Two basic steps are involved
in establishing the poverty thresholds for different categories of families:

(1) setting the general level of the

poverty line, and (2) determining a scale by which this level
is varied in relation to family size and type, by place of
residence, or other factors that may influence the amount of
income a family needs to obtain a non-poverty level of living,
as established in step l." (14, p. 545)
Equivalent Levels of Living Based on Place of Residence
All of the above considerations gave rise to an attempt
by other federal agencies to take this into consideration by
placing the poverty line for farmers at 70 per cent of the
non-farmers annual cash income.

Mollie Orshansky (9) of the

Social Security Administration used 1955 data which found the
proportion of farm food that is home grown was 40 per cent of
th,~ total consumed by farmers.

Bonnen (2) reports the percent-

age is declining and is now closer to 30 per cent.

The main

criticism is that this proportion is used to reduce not just
farm food budgets, but total farm income.

That is to say,
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that because some food is grown at home, a farmer needs less
income for transportation, housing, medical care, etc.

It

assumes that farm families receive all their goods and services 30 per cent cheaper than nonfarm families.
Madden, Pennock, and Jaeger (14, p. 549) report their
study leads them to conclude:
1. Farm families in general, particularly renters, may
require more than 70 per cent--oerhaps 80 to 85 per cent-as much income as comparable urban families.
2. The farm-urban ratio varies from one region to
another. For example., the study reported here showed
that the ratio should be 84 per cent in the Southern
region; and 81 per cent in the North Central region.
3. Owners and renters may require a different ratio.
In the South, the ratios for farm owners and renters
turned out to be essentially equal; 84 and 83 per cent,
respectively. But in the North Central region, owners
required only 73 per cent, while renters required 97
per cent as much income as comparable urban families
to attain the same level of living, as defined earlier.
4. The ratio may vary from one family size and type
to another.
If so, a constant ratio as used in other
poverty scales is not appropriate.
They further define the level of living as follows:
The key assumption . . . is that two families are at the
the same level of living if they can afford the same
level of food expenditure, adjusted to the cost of homeserved food.
This is assumed to "be determined by the families 'normal
income level' (those categories of outlay that are relatively
stable from year to year), the number and age of the children,
age of the head-of-household, tenure (whether the family owns
or rents its dwelling), the region, and urbanization." (14,
p. 547)
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The Effect of Changing the Definition of Poverty
Changing the poverty line of farmers relative to nonfarmers income from 60 per cent to 70 per cent involves some
46 per cent of the farm families and 35 per cent of the total
farm population.

The Office of Economic Opportunity uses a

70 per cent guideline, while the Social Security Administration uses 60 per cent.
The change from the early, tentative $3000 standard
to the 60 per cent lower figure for farmers than for nonfarmers income as the poverty line will reduce the number of
farm residents who are poor from 4.9 million to 3.2 million
persons.

Changing from the $3,000 level to an 85 per cent

farmers to non-farmers income relationship adds 700,000 to
the number in poverty.
Another definition suggested as the poverty line is
one based on expenditures in terms of a nutritionally adequate
low-cost food budget.

This again uses 1955 data where a mul-

tiplier of three was used.

Bonnen reports that more recent

data indicates the food budget should be multiplied by 4.2
to arrive at a more current definition of minimum levels of
living (2).
Absolute and Relative Poverty
Weisbrod (16, p. 13 ff.) reports on a proposal by
Victor Fuchs of the National Bureau of Economic Research to
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call poor all those families with incomes less than one-half
the national median family income.

Poverty will then depend

upon income distribution as well as the absolute level.

Using

this as a measure there were 20 per cent of all families that
were poor in the period from 1947 to 1962, with no significant
progress made in lowering the proportion of poor families in
that time.
Poverty has both an absolute and a relative nature to
it.

The absolute character of poverty is best described by

an inability to buy elemental needs.

The relative character

of poverty is expressed in, "It is easier to be poor if ones
friends are also poor. 11

It is obvious that both of these

natures of poverty have considerable overlap.
Schultz (11, p. 11) points to the relative nature of
poverty as an implied income elasticity of the demand of the
community.

As the economy grows, it increases the income per

family which in turn raises the poverty line because of our
social preferences.

He illustrates that, since 1935, real

income per family has doubled, and we have raised the poverty
line about 55 per cent (from $1,950 to $3,000 in 1959 prices),
yet the proportion of families below this rising line has
fallen from about one-third to one-fifth of all families.
One might conclude that the poverty line needs to take
into consideration several factors at the least.
size will influence basic needs.

The family

Whether or not the household

~as one or two parents will influence the operating costs of
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the economic unit and to some extent, its income.

Some geo-

graphical regions are less expensive in which to live, even
perhaps some areas within a region.

Some families have sub-

stantial amounts of non-money income, although it is clear
that home grown food is becoming less significant.

Those

families that have accumulated assets need less current income on which to live.

A good poverty line will consider the

pattern of income distribution among families.
Obviously not all of these factors, and our list is
not intended to be exhaustive, can be readily obtained and
any criteria chosen has a certain arbitrary, or perhaps more
properly, tentative nature to it.
What is Educational• Disadvantage?
Poverty is only one aspect- of disadvantage, notwithstanding the importance of income in escaping disadvantage.
F.rnployment and education are closely related and obviously
can lead to higher income, generally speaking.
Denison (3) attributes 23 per cent of the growth in
real national income in the United States between 1929 and
1957 to increased education of the labor force and 20 per cent
to a general advance in knowledge.
Schultz (11, p. 19) finds support for his hypothesis
that the earnings of laborers have been rising as a consequence of the growth of investment in human beings and that
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this development has been the primary factor in reducing
poverty during recent decades; the investment in human resources has been greater than the investment in material
resources.
After reviewing the relevant literature, Tweeten (12,
1 .
.
p. 15 ) is led to the conclusion:
In summary, the evidence is by no means clear or complete, but the data discussed . . . support the conclusion that education is a highly profitable investment for society as a whole in terms of economic
growth.
Education has a high economic payoff to
individuals in most areas and occupations.
Educational level should be included as a criteria of
disadvantage for reasons in addition to the e:conomic return
to its investment in human resources.

Education can be

treated simply as a consumption good, with no thought of
economic return.

As such, any person who fails to consume

education in socially preferred amounts is disadvantaged,
just as we might say that a person who does not consume a
socially preferred amount of theatre plays or concerts is
culturally disadvantaged.
Twee ten (12, pp. 22-27) observes, "Poverty is a state
of the mind as well as an economic condition," and emphasizes:
that higher levels of economic development and education
change attitudes and values and that changed attitudes
and values can increase the desire for better education
and emp 1 oymen t .

1 For an excellent review of literature and bibliography
on the relationship between education and poverty, see the
report by Luther Tweeten (12).
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Here we see the interrelationship between educational and
income disadvantage.
Previously in this c~apter we reviewed the difficulty
of establishing a poverty line.

Similar difficulties are

encountered when attempting to develop a standard for educational disadvantage, primarily because it is more difficult
to determine the socially preferred amount of education for
all persons, or, from an economic return viewpoint, how shall
we determine the amount of investment of education for each
person such that the rate of return will be the same for all
persons?
The standards used to determine educational disadvantage
contain, as we saw in drawing the poverty line, certain arbitrary and tentative elements; they are dynamic and will change
over time as the underlying factors change.
Causes of Poverty
Having described some of the elements that must be considered in drawing the disadvantaged line, we turn now to
developing a theoretical basis of what causes poverty.
Nearly every study of poverty in the United States
cites some common characteristics of the poor.

A person who

is old, female, non-white and poorly trained or educated will
be poor.

One who fits two or more of these categories will

very likely live in poverty.
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:Many of these characteristics are closely related to
their employment status, as can be seen by the following
statement by the Presidents Council of Economic Advisors (13):
The chief reason for low rates of pay is low productivity,
which in turn can reflect lack of educatio~ or training,
physical or mental disability, or poor motivation. Other
reasons include discrimination, low bargaining power,
exclusion from minimum wage coverage, or lack of mobility
resulting from inadequate knowledge of other opportunities
or unwillingness or inability to move away from familiar
surroundings .
Economic progress in the United States is well documented.

The percentage of the population who are poor has

declined, yet the system of allocating education, medical
care and capital resources has yet to reach its optitm.1m point
where by it enables each person to realize their full economic
potential.
The theoretical base for developing a model with which
to make an empirical test of disadvantaged because of income
in Iowa derive largely from an analysis by Batchelder (1).
He begins by describing the American system of distributing
output (1, p. 73):
As long as the American system distributes output in
approximate proportion to productive contribution, the
productive contribution of individuals is of primary
importance in determining who shall be poor and who
shall be nonpoor. The determinants of an individual's
potential productive contribution are of two kinds:
the physical materials used by him in production, and
his productive intelligence. The physical materials
derive from the soil and weather, from accumulated technological knowledge, and from accumulated net investment. Productive intelligence derives from heredity and
education.
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He further describes productive intelligence as the
whole range of human physical and mental abilities valued in
the marketplace, and most emphatically including ambition.
He subdivides productive intelligence into three different
time periods in each person's life (1, p. 74):
. . . Intelligence A, the individual's marketable potential at the moment of conception, Intelligence B,
the individual's marketable potential at the moment of
birth, and Intelligence C, the individual's marketable
ability at any point in life after birth.
Persons with low Intelligence A cannot be expected to rise
to a higher Intelligence B or Intelligence C, given the current state of knowledge.

Persons with a high Intelligence A

may or may not experience a high Intelligence B or Intelligence C depending upon a number of circumstances.

An infant's

intellectual potential can be eroded by maternal malfunctioning, or inadequate obstetrical care.

The erosion is likely

to be more severe on the intelligence of children carried by
mothers in the lower socioeconomic positions of society, and
thus the poverty of the parents is more likely to be passed
on to the children.
Intelligence C, according to Batchelder's thesis, is
the summary combination of environment with heredity.

Much

of this intelligence derives from formal schooling, but also
from interpersonal relationships (or their lack) developed in
the home, with relatives and friends.

"While accumulating

Intelligence C, individuals enter the market.

There, all
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things equal, their share of the national product is as large
as their contribution to its making." (1, p. 76)
The perfectly functioning market economy of a competitive private enterprise is one where "output is divided
in unqualified accord with the principle 'to each according
to his contribution to production.'"

Maximum efficiency is

attained by distributing p~ysi.c_?J. c::c1pit~~' education, and
medical care to each person in such a manner so that the
marginal returns--productivity--resulting from the last unit
of their input are equal among all persons.
Many people are ROor, then, because of low Intelligence A--deficient inhg_+::.itance in physique or mentality--and
because of inequalities of command over phy'.!d~al. ass~ts.
They are also poor because of low productivity resulting
from ~e or from the misfortunes-of ~ n t , dis~~~e, and
mental illness.

These latter conditions or events may be

described as influences from outside the market.
Poverty is also caused by market imperfections, with
•

__ , , , .. ...,.~ .. •

"'-·-·-···-·

- - -

-«

perfection used in the sense as developed by Batchelder and
briefly outlined above.

These include racial discrimina-

tion that prevents a marketable productive ability from being
developed or prevents an application of an ability that is
developed.

Another imperfection of the market that causes

or aggravates poverty is a mis_~Jlocation of educati_qn~l resources, both physical and human.

----

These may take the form

of failure to learn ambition (for economic achievement), the
--

'
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failure to continue in school, i~4pp QJ?_ci.ate education, education for jobs that have disappeared, or minimal education
regarding present and future job possibilities.
Another imperfection is an un~_fllingness ___ t_o change
from a position of low productivity to one of maximized productivity.

These may be because individuals do know of

alternatives and do not choose them or they do not know of
the alternatives.
Fa~ily...QQ1ig~!i:.£ns may prevent an individual from
attaining above poverty productivity potential.

Notable

among these are one parent households, especially those
headed by females or severe illness in a family preventing
full high productivity employment.
The social minimum wage may aggravate poverty, but
rarely causes it.

Those whose productivity is below the

social minimum may not get hired.
Risfng productivity in a paradoxical way may contribute to poverty, especially in combination with other market
imperfections of ignorance of choices, lack of access to education, geographical occupational mobilities ( those unwilling
to change) typified by underemployment on farms.
Defict~nt aggregate demand contributes to poverty for
people who are unemployed for long periods of time, can only
find part-time work, or who cannot find employment at their
productivity potential.
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In sum, therefore, research to date has found poverty
is principally caused by age, color, lack of male family
head, unemployment, and lack of education.
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CHAPTER III
SPATIAL DISTRIBUTION AND CHARACTERISTICS
OF THE DISADVANTAGED
Where the Disadvantaged Live in the United States
In order to add perspective to the pattern of distribution of poor people in Iowa it is helpful to examine
where the poor live across the nation.
It has been estimated that nationally there are
nearly 34 million persons living in poverty.
18 per cent of the total population.

This is nearly

Table 2 (15, p. 3)

gives the distributiou of persons in poverty in the United
States in 1965, based on residence zone, i.e., rural and
urban.
Spatial Distribution of Disadvantaged People
By Regions and Zones
Regionally the poor are distributed with the western
states having one million families with money incomes less
than $3,000 per annum, the southern states have 4 million families in that category, the north central states contain two
million poor families, and the north eastern states have 1.5
million.

Table 2
Persons in Poverty, By Rural and Urban Residence, United States, March 1965 (15,-p. 3)

Item

United States Total

Persons at all
income levels
Number
Per cent
(millions)
distribution

1
Poor persons
Per cent
Number
(millions)
distribution

Per cent
Poor

189.9

100.0

33.7

100.0

17.7

55.3

29.1

13.8

40.9

25.0

Farm

13.3

7.0

3.9

11. 6

29.3

Nonfarm

42.0

22.1

9.9

29.4

23.6

Total urban

134.6

70.9

19.9

59.1

14. 8

27.1

14.3

6.4

19.0

23.6

Metropolitan areas

107.5

56.6

13.5

40.1

12.6

Central cities

58.6

30.8

10.2

30.3

17.4

Suburbs

48.9

25.8

3.3

9.8

6.7

Total rural

Small cities

I

1 rncome data relates to 1964. Poverty statistics presented here are preliminary
estimates, based on the Social Security Administration poverty lines for urban and
rural nonfarm, but using 85 per cent rather than 70 per cent as the farm-to-nonfarm
ratio. The methods used in deriving this ratio and the above data will be published
later. Percentages may not add to 100 because of rounding.

t-:i

+"
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Nationally the pattern of a population shifting from
rural to urban areas is well known.

It is felt that these

are the people who become the urban poor often adding further
congestion to crowded ghettos.

But is poverty an urban

problem or one primarily of rural people?
It may surprise us to learn that there is more poverty in rural America, proportionately, than in our cities
(15, p. 3).

In rural areas one person in four is poor com-

pared to one poor person in eight in urban areas and one in
fifteen in the suburbs.

It is surprising to learn that of

the 14 million rural poor people in our country, 11 million
of them are whites.

The rural areas account for 30 per cent

of the total United States population, but have 40 per cent
of the national poverty.

Three of every four poor rural per-

sons are actually non-farm ruraL people.

Two-thirds of the

urban poor live in metropolitan areas and the remaining onethird live in small cities.

In the United States over 70 per

cent of the rural poor people had incomes less than $2,000
per year and one in four of these persons has an income of
less than $1,000 compared to only 5 per cent of the urban
poor.
Many reports have indicated differences between the
poor and the non-poor in educational levels achieved, health
status, infant mortality, maternal mortality, dental care,
excess fertility, housing, employment and many other charac~eristics that are symptomatic of poverty.

These differences
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are even greater between rural and urban populations.

In

1960, the urban population 25 years of age and over in the
United States had an average of 11.1 years of schooling.
This compares with 9.5 years for rural non-farm and 8.8
years for rural farm people.

Only 11 per cent of the rural

adult population had any college education compared with 19
per cent of the urban population (15, p. 41).
The Disadvantaged People in Iowa
Information presented in this section is derived
from data collected in a household survey conducted by Iowa
State University in a Dimensions of Iowa Welfare Human Resources Study described in Chapter I.

The data were collected

based on a statistically drawn random sample of Iowa households including disadvantaged and non-disadvantaged.

Persons

living in group quarters and military personnel were excluded.
The data presented here were selected to add to our perspective of the characteristics of disadvantaged families, and
to add specific information about the situation in Iowa,
e.g., where do they live, and why are they disadvantaged.
By using "jack-up" factors, estimates of Iowa population that
were disadvantaged and non-disadvantaged, and estimates of
disadvantage by criteria of disadvantage were made.

These

estimates were made to represent the total Iowa population
and also each of the five residence zones.
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The Best Indicators of Disadvantage in Iowa
Based on the survey data, the best indicators of disadvantage in Iowa according to the arbitrary standards established and described in Chapter I would be (5):
1.

Family headed by a female

2.

Head of household with less than High School
education

3.

Head of household in poor health

4.

Head of household in unskilled occupation

5.

Household without a telephone

6.

Household without car or truck

7.

Household without daily newspaper.

Estimates of Disadvantaged and Non-disadvantaged Households
Table 3 presents estimates of the number of economic
units in Iowa that were disadvantaged and non-disadvantaged
by two age categories based on information obtained from the
sample of disadvantaged and the subsample of non-disadvantaged
of the household survey.

On the basis of our criteria of

disadvantage, twenty-one per cent of the economic units in
Iowa were so classified.

A considerably higher proportion

of the older age category households were disadvantaged than
were the younger age group, even though the criteria of disadvantage was less inclusive for the older age than for the
younger age households.

28

Table 3
Estimates of Disadvantaged and Non-disadvantaged
Units by Age of Head, Iowa, 1967 (5)

Number

Per cent

Disadvantaged Economic Units
Non-disadvantaged Ee onom ic Units

80,000
485,000

9.4
57.0

Total

565,000

66.4

Head Under 60 Years of Age

Head Over 60 Years of Age
Disadvantaged (by income only)
Non-disadvantaged (over
minimum income)

100,000

11.8

186,000

21.8

Total

286,000

33.6

Grand Total

851,000

100.0
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Geographic Distribution of the Disadvantaged in Iowa
Table 4 gives the geographic distribution of both
disadvantaged and total Iowa households by residence zone.
One-half of the states' households are about equally divided
between the open country and the largest cities of Iowa.
The small towns in Iowa have about one-fifth of the households, but nearly one-third of the disadvantaged households.
Table 5 divides the disadvantaged households into two
age categories and reports the number and per cent of households that are disadvantaged by age and place of residence.
It can be easily seen that an important reason that small
towns in Iowa have one-third of the disadvantaged households
is the high concentration of the older disadvantaged households in those communities.

Table 6 reveals that of all Iowa

households where the head is over 60 years of age 29 per cent
of them live in the small towns, yet 43 per cent of the households over 60 years of age and disadvantaged live there.

The

over 60 age group also tends to concentrate in the large cities
of Iowa.

The under 60 year age group (see Table 7) have larger

proportions of their numbers living in the open country and
the large urban cities.

The tendency for a household to move

at retirement from the open country to the nearest tCMn-usually small--might be detected by comparing Table 6 and
Table 7.
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Table 4
Location of Households by Population
Zones, Iowa. 1967

Total
Households

Per
Cent

Open Country

202,600

24

27,000

15

Small Town
Under 2,500

160,600

19

55,100

31

Urban
2,500-9,999

145,700

17

37,100

21

Urban
10,000-49,999

122,700

14

24,300

14

Urban
50,000 and over

219,400

26

36,700

20

851,000

100

180,200

Zone

Total

*Do not add exactly due to rounding.

Disadvantaged
Households

Per
Cent

100*
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Table 5
Age and Location of Disadvantaged Households
by Residence Zone, Iowa, 1967

Zone

Disadvantaged Households
Per
Per
Under 60 Cent
Over 60
Cent

Open Country

21,900

27

5,100

5

Small Town
Under 2,500

12,300

15

42,800

43

Urban
2,500-9,999

11,200

14

25,900

26

9,500

12

14,800

15

25 2 100

31

11,600

12

80,000

100*

Urban
10,000-49,999
Urban
50,000 and over
Total

*Do not add exactly, due to rounding.

100,200

100*
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Table 6
Location of Disadvantaged and Non-disadvantaged
Households by Residence Zone
Over 60 Years of Age, Iowa, 1967

Zone

Disadvantaged
No.
Per
Units
Cent

Nondisadvantaged
No.
Per
Units
Cent

Open Country

5,100

5

39,300

21

16

Small Town
Under 2,500

42,800

43

40,900

22

29

Urban
2,500-9,999

25,900

26

23,500

13

17

Urban
10,000-49,999

14,800

15

15,300

8

11

Urban
50,000 and over

11,600

12

67,000

36

27

186,000

100

100

Total

100,200

100*

*Do not add exactly, due to rounding .

Total
Units
Per
Cent
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Table 7
Location of Disadvantaged and Non-disadvantaged
Households by Residence Zone
Under 60 Years of Age, Iowa, 1967

Zone

Disadvantaged
No.
Per
Units
Cent

Nondisadvantaged
No.
Per
Units
Cent

Open Country

21,900

27

136,400

28

28

Small Town
Under 2,500

12,300

15

64,500

13

14

Urban
2,500 to 9,999

11,200

14

85,000

18

17

9,500

12

83,200

17

17

25,100

31

115,900

24

25

80,000

100*

485,000

100

100

Urban
10,000 to 49,999
Urban
50,000 and over
Total

*Do not add exactly, due to rounding.

Total
Units
Per
Cent
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More disadvantaged households under 60 years of age
are found in the large urban areas.

This is to be expected

because of the tendency for the young rural disadvantaged
to gravitate toward the city.
The ratios of under 60 years of age disadvantaged
family units to non-disadvantaged family units are 1:6 in the
open country, 1:5 in small towns, 1:8 in zone 3, 1:9 in zone
4, and 1:5 in zone 5 the large urban cities.
It is more revealing to look at the percentage that
disadvantaged households are of the total households by
residence zone and for each of the age groupings by zone.
Table 8 presents this information.
The table shows that 21 per cent of Iowa households
are disadvantaged, compared to a national average of some
18 per cent in poverty.

It should be recalled that the term

disadvantaged is more inclusive than is poverty.

However,

later we see that 17 per cent of Iowa households are in poverty even though the poverty lines were not drawn precisely
the same.
Line 1 simply indicates that zone two has a higher proportion of its population who are disadvantaged than do other
residence zones.

Line 2 reveals that zone 5 has a higher

proportion of its under 60 population that is disadvantaged
than other areas. followed closely by the small rural town.
It is of interest to note that while the population over 60
years of age for the state as a whole have only 35 per
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Table 8
Percentage Comparisons by Zone of Total Disadvantaged
In Iowa as a Per Cent of Total Households, Under 60
Disadvantaged Households as Per Cent of Total
Households Under 60, and Over 60 Disadvantaged
Households as Per Cent of Total Households
Over 60, Iowa, 1967

1

2

Residence Zone 1
4
5
3

Total

1. Total Disadvantaged
as Per Cent of
Total Households
in Zone
13

34

26

20

17

21

2. Under 60 Disadvantaged Households as
Per Cent of Total
Households Under
60
14

16

12

10

18

14

3. Over 60 Disadvantaged Households
as Per Cent of
Total Households
Over 60

51

52

49

15

35

12

1 zone 1 is open country, zone 2 is small town less
than 2,500 population, zone 3 is urban 2,500 to 9,999,
zone 4 is urban 10,000 to 49,999, zone 5 is urban 50,000
and over in population.
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cent called disadvantaged (line 3), zones 2, 3, and 4 have
about one-half of their older people in the disadvantaged
group, while zones 2 and 5 each contains only about 25 to
28 per cent of that age groups total Iowa population and
zones 1, 3 and 4 each have a far less percentage (see Table
6).

Fourteen oer cent of the state's under 60 age pooula-

tion is disadvantaged.
Distribution of the Disadvantaged by Criteria of Disadvantage
Table 9 and Table 10 present the data of estimates of
Iowa households that are disadvantaged by residence zone and
by criteria of disadvantage as established for the Human Resources Study (5).

(See Chapter I.)

In 1967 there were 180,200 Iowa households that were
disadvantaged and 144,100 were such because of low income.
100,200 of the 144,100 households whose incomes were low were
over 60 years of age.

The per cent and absolute number of

people disadvantaged in Iowa because of income was far greater
than for any other reason for their being disadvantaged.
Zone 1, the open country, and zone 5, the large urban
cities, were characterized by greater proportions of their
disadvantaged households under 60 years of age in poverty than
for the state as a whole.

An absolute majority (58%) of the

people residing in the open country who were disadvantaged and
in poverty were under 60 years of age.

Table 9
Number and Location of Disadvantaged Households by Criteria of Disadvantage, Iowa, 1967

Criteria
Total Disadvantaged
Income
No. Under ~ge 60
Per Cent
No. Over Age 60
Per Cent
Total Income
Per Cent
Education
No. Under Age 60
Per Cent
No. Over Age 60
Per Cent

1
27,000

15,500
58
5,100
19
20,600
77
5,700
21
3,100
12

Zone
3
37,200

24,300

36,700

Total
180,200

42,800
78
47,700
87

4,400
12
25,900
70
30,300
81

4,200
18
14,800
61
19,000
79

14,900
41
11,600
32
26,500
73

43,900
24
100,200
56
144,100
80

3,600

2,800

7

7

3,100

9,400
25

4,200
18
6,700
28

9,000
25
5,400
15

25,000
14
27,800
15
52,800
29
25,200
14
2,764

2

55,100
4,900
9

I

6

4

5

8,800
Total Education
6,700
12,200
10,900
14,400
Per Cent
33
12
33
45
39
3,900
Unemployed
5,700
5,700
1,900
6,900
Per Cent
15
10
15
8
19
400
Child Not in School
725
290
1,054
550
2
Per Cent
1
1
4
2
2
21,900
12,300
Under 60 Total
11,200
9,500
25,100
80,000
81
22
Per Cent
30
39
68
44
5,100
42,800
Over 60 Total
25,900
14,800
11,600
100,200
19
78
Per Cent
70
61
32
56
lFor criteria of disadvantage, see Chapter I.
2Percentage figures are related vertically to zone total. They may add to more
than 100% because persons may be disadvantaged for more than one reason.
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Table 10
Classification of Disadvantaged by Screening Criteria and by Residence Zone--Number
and Per Cent of Each Age Group within Each Zone, Iowa, 1967

Criteria

1

Under 60
435
Income, Education and Work
2
Per Cent
Income and Education
2, 1.75
10
Per Cent
1,450
Income and Work
7
Per Cent
Income and Child
145
Per Cent
1
Income Only
11,310
52,
Per Cent
Education and Work
145
Per Cent
1
Education and Child
0
Per Cent
Education Only
2,900
Per Cent
13
Work Only
2,900
13
Per Cent
Child Only and Child and Work
290
Per Cent
1
Over 60
Income and Education
Per Cent
Income Only
Per Cent

3,141
62
1,962
38

2
290
2
0
1,305
11
145
1
3,190
26
435
4
145
1
2,755
22
3,625
30
435
4
3,141
7
39,654
93

Residence Zone
3
4

145
1
435
4
580
5
0

3,190
28
290
3
290
3
1,595
14
4,717
42
0

9,423
36
16,488
64

0

5

Total

499
5
224
2
275
3
3,239
35
550
6
0

64
3
2,322
9
1,721
7
275
1
9,916
40
876
4
0

2,954
32
1,151
12
489
5

5,177
21
3,738
15
275
1

1,481
2
5,431
7
5,280
7
840
1
30,845
39
2,296
3
435
1
15,381
19
16,131
20
1,489
2

6,662
45
8,171
55

5,390
46
6,219
54

27,737
28
72,494
72
w
(X)
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Zones 2, 3, and 4 had sizeable concentrations of their
disadvantaged--78 per cent, 70 per cent, and 61 per cent
respectively--who were over 60 and in poverty.

The rural towns,

zone 2, had 87 per cent of their disadvantaged population in
poverty with 90 per cent of these over 60 years of age.

The

47,700 in poverty in zone two comprised nearly 30 per cent of
the entire households in all the small rural towns in Iowa.
Twenty-nine per cent of the Iowans who were disadvantaged were such because of failure to meet the educational
criteria established for the survey and they are evenly divided between the over 60 and under 60 age groups.

For the

under 60 age group, zones 1, 4, and 5 had more of their disadvantaged "caught" by the education criteria than the remainder of the state.

Zones 3 and 4 had this distinction for

'the over 60 age group.
One in seven d:i.sadvantaged Iowans missed more than 15
days of work out of the 90 days previous to the survey.

A

higher proportion of the disadvantaged in the seven major
cities met this criteria than in the other residence zones in
Iowa.
From the survey it is estimated that only about 2,800
family units in Iowa had children between the ages of 6 and
18 who were not in school and who had not graduated from high
school.
Zones 1 and 5 have greater proportions of their disadvantaged households who are under 60 years of age than in
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the remaining residence areas.

Zones 2, 3 and 4 have signifi-

cantly greater proportions of their disadvantaged who are
over 60 years of age than zones 1 and 5.

These seem to fol-

low the general pattern established by the income criteria.
Paulson (10) has determined from the survey that there
are 19,825 disadvantaged farmers in Iowa.

Of that number

12,760 are under 60 years of age and 7,065 are over 60 years
of age.

Nearly 15 per cent of all farmers in Iowa are dis-

advantaged.
Table 10 reflects the estimates of the number of
households who were disadvantaged by more than one criteria.
It is of interest to note that 79 per cent of the disadvantaged
were such because of a single criteria of either income, education or work missed and 17 of the remaining 21 per cent
included income in the combination.

Based on this preliminary

look at the data it is apparent that there is little cross
correlation of the criteria used to draw the disadvantaged
line.

It is also apparent that the level of education in Iowa

is more generally distributed at a higher level than is income.
A similar kind of statement can be made with regard to unemployment, i.e., there are jobs but if the jobs paid higher
wages poverty would be less frequent in Iowa.
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Severity of Poverty in Iowa
Next, we shall examine the data in greater depth to
determine where the poverty was the most severe in Iowa.

We

will give primary attention, for the remainder of the chapter,
to the under 60 age grouping of disadvantaged (see Table 11).
Zone 1, the open country, had a higher proportion than
other zones of poor families whose incomes were less than
$1,000 below the established minimums of the survey.

Nearly

one-half of all the households in Iowa who were in poverty
and under 60 were less than $1,000 below their prescribed
minimums.

Zone 2, rural places with less than 2,500 popula-

tion, had a higher proportion of their poor in the next
degree of severity of poverty--$1,000 to $1,499--than other
zones.

Zones 3 and 4 had more of their poor in the next

category--$1,500 to $1,999 below minimums--than other zones.
Finally zones 4 and 5 tended to have higher proportions of
their poor households in the most severe poverty--greater
than $:2, 000 below their minimums.

Thus the more severe pov-

erty situations tended to be in more urban centers, and the
less severe poverty households were in rural areas.

The open

country and the large cities each had approximately one-third
of the under 60 poverty in Iowa, with the remaining one-third
divided between towns and cities up to 50,000 in population.
The under 60 age poor comprised one-third of the total Iowa
poor, with the remaining two-thirds made up of households ov·er
60 years of age.

Table 11
Location of Households Below Minimum Income Levels
Under 60--Disadvantaged, Iowa, 1967

Amount Below
Minimum

-

1

2

Residence Zones
3

4

5

Total

$0-999
Number
Per Cent

8,600
57

1,900
· 39

2,200

so

1,500
37

6,500
46

20,600
48

1,000-1,499
Number
Per Cent

2,300
15

1,900
39

400
9

600
14

3,100
22

8,400
20

1,500-1,999
Number
Per Cent

2,000
13

400
8

900
21

900
21

1,000
7

5,200
12

Over 2,000 Below
Number
Per Cent

2,200
15

700
14

900
21

1,200
29

3,600
25

8,600
20

15,100

4,900

4,400

4,200

14,200

42,800

Total

~

"'
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The criteria of poverty took into consideration the
composition of the household including the number of parents
and the number of family members.

Thus we would not expect
t
the families in the most severe poverty categories of Table'

10 to be the large families.

Nationally, it is reported that

the per capita disposable income of the farm family is approximately 60 per cent that of the non-farm family. This would
lead us to expect more severe poverty in the rural areas than
in the urban areas.

Such is not the case, however.

Apparently

in Iowa the income distribution is more even among persons
living in the open country and there is a greater divergence
of the distribution in the more urban centers.
It is of interest to determine what it might cost to
eliminate poverty in Iowa, i.e., to bring the annual incomes
of poor families in Iowa up to the minimums established for
the survey purposes.· By the use of Table 10 and other information, it is possible to make some gross approximations.
· It is estimated that it would take roughly $182 million annually to do the task described above.

That amounts to about

2.3 per cent of the $8 billion personal income of Iowans in
1966.

Adding the $182 million to the 1966 cost of public wel-

fare programs in Iowa of $633 million would place the total
bill at $815 million or 10.3 per cent of personal. income.
The cost to eliminate disadvantage among Iowa's
people is quite a different question.

The costs to educate

Rnd employ or prepare to employ need to be considered, too.
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Magnitude of Educational Disadvantage in Iowa
The data on years of .!ducation completed by the household head contain differences among the under 60 years of age
disadvantaged based on living zones.

In the rural zones, 1

and 2, 35 per cent of the disadvantaged household heads were
high school graduates, 25 per cent had eight years of education and 17 per cent were elementary dropouts; this compares
to the urban zones, 3, 4 and 5 where the percentages are 25,
14, and 9 respectively.

Fifty-two per cent of the disadvan-

taged heads of households in zones 4 and 5 were high school
dropouts compared to a state average of 32 per cent.
Household heads who were under 60 years of age and
non-disadvantaged have a considerable educational advantage
over their disadvantaged counterparts.

This is true because

in all zones far more household heads had completed 13 to 20
years of education than their disadvantaged neighbors.

The

rural non-disadvantaged generally completed more years of education than their disadvantaged neighbors, but a smaller
proportion of those in the open country had college education
than their town and city counterparts.
Education of the Respondents Father.

The survey also

asked for the years of education completed by the respondents
father.

The mean years of education completed by the father

of the under 60 disadvantaged respondent was 8.17 compared to
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8.97 for the household head interviewed.

Similar trends are

seen between educational achievements of non-disadvantaged
heads and that of the respondents fathers educational level.
Eighty-four per cent of the disadvantaged household
heads in the open country received eight years or less of
schooling, although zones 1, 2 and 3 each had about 34 per
cent of their respondents' fathers with less than eight years.
The tendency of high school dropouts seen among todays under
60 disadvantaged household heads in the seven large cities in
Iowa was reinforced because proportionately more of their
fathers were high school dropouts than was true in other
residence zones.

The pattern of higher educational achieve-

ments in urban than in rural areas is seen also in the years
completed by both the non-disadvantaged heads and their
fathers.
Other Characteristics of the Disadvantaged
Health Status.

Turning now to the health status of

the household head of the under 60 disadvantaged we see no
strong trends emerging, except that zones 2 and 4 tended to
have higher proportions of their populations in poor or fair
health than zones 1, 3 or 5.

The non-disadvantaged neighbors

of all zones are generally in better health with 63 per cent
in excellent health compared to only 31 per cent of the disadvantaged under 60.
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Housing Conditions.

The survey reported on the condi-

tion of the housing of persons interviewed.
into owners and renters

They were divided

and their houses described whether

they were in sound, deteriorating, or dilapidated condition.
In residence zones 1, 2 and 3 more of their disadvantaged
were people who owned their own homes which were also in
either sound or deteriorating condition.

On the. other hand,

more of the disadvantaged in zones 4 and 5 were renters of
houses that were in deteriorating or dilapidated condition.
The results tabulated included the condition of the housing
of all the households under 60 years of age and who were
disadvantaged.

One might speculate that by including only

those disadvantaged because of the income criteria (80 per
cent of total disadvantaged), the tabulation would make the
above differences more extreme.
Employment.

The number-of weeks that individuals of

the working force were employed full time during 1966 again
reveal differences among the disadvantaged households when
they are divided by residence zones.

Two-thirds of those who

lived in the open country (under 60 disadvantaged) reported
members of their households in the working force were fully
employed between 50 and 52 weeks during 1966.

This is com-

pared to 54 per cent in zones 2, 3 and 4 and 48 oer cent of
the largest urban zone, 5.

In the latter zone, there tended

to be a greater proportion of individuals of the working
force who were employed full time for fewer weeks than in
the remainder of the state.
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Number of Parents in the Family Unit.

It was estima-

ted that there were about 564,000 family units in Iowa in
1967 who were under 60 years of age.

Of this number 24,400

were disadvantaged households with only one parent heads,
17,900 of which were headed by females.

The fact that 80

per cent of the disadvantaged one-parent household heads in
zones 3, 4 and 5 are female probably reflect the tendency
of these widows to move off the farm and to the larger cities
in search of employment opportunities (see Table 12).

It

may also reflect divorce rates that are higher in those
zones or possibly higher illegitimacy rates.
Anomia.

Some of the questions in the survey were de-

signed to test the degree of anemia of Iowa disadvantaged
people and compare it to that of the non-disadvantaged people.
The five item Srole Anomia Scale was used to evaluate the
attitudes of the respondents co the questionnaire.

The fol-

lowing series of questions were asked to which the respondent
was asked if he agreed or disagreed with it:
a.

There's little use in writing to public officials
because often they aren't really interested in the
problems of the average man.

b.

Nowadays a person has to live pretty much for today
and let tomorrow take care of itself.

c.

In spite of what some people say, the lot of the
average man is getting worse, not better.

d.

It's hardly fair to bring children into the world,
the way things look for the future.

e.

These days a person doesn't really know whom he can
count on.

Table 12
One Parent Households by Location and Sex of Parent, Iowa, 1967

1

2

Residence Zones
3
4

5

Total

Under 60 Disadvantaged
Male
Per Cent

1, 59'5

so

1,160
42

580
20

425
20

2,322
21

6,482
27

Female
Per Cent

1,595

so

1,595
58

2,320
80

3,351
80

9,030
80

17,891
73

Total

3,190

2,755

2,900

4,176

11,352

24,373

Male
Per Cent

1,962

0

3,990
33

1,952
27

7,477
38

15,381
33

Female
Per Cent

1,962

so

3,286
100

7,993
67

5,413
74

12,447
63

31,101
67

Total

3,924

3,286

11,983

7,365

19,924

46,482

Under 60 Non-disadvantaged

so

+

00
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For the state as a whole, 45 per cent of the disadvantaged group reacted positively (were anomic) to three or
more of the statements compared to 21 per cent of the comparable
non-disadvantaged group.

While the majority of respondents

in both groups indicated a positive attitude toward people,
society and life in general, there were some differences
among the zones.
A higher proportion of the disadvantaged who resided
in the seven largest cities in Iowa tended to express negative attitudes when compared to the proportion of the disadvantaged in the other zones.

This was not true of the

non-disadvantaged, where zone 1 and to a somewhat lesser
degree, zone 4 expressed more anomia than for the state as
a whole.

A striking difference is noted in the attitudes of

the over 60 years of age disadvantaged and non-disadvantaged .
.

Nearly two-thirds of the former were anomic compared to
slightly more than one-third of the latter.
Access to Participating in Society.

The rural dis-

advantaged tended to belong to more organizations, especially
their wives, than the urban disadvantaged.

They also tended

to hold more offices in their organizations and take an active
part by attending meetings.
Telephones are more popular among rural disadvantaged
and also in zone 3 than for the disadvantaged as a whole.
Seventy-five per cent of the disadvantaged under 60 had telephones compared to 96 per cent of the non-disadvantaged.

so

Over two-thirds of the disadvantaged households subscribed to a daily newspaper and that distribution was fairly
even for each of the residence zones.

Eighty-seven per cent

of the non-disadvantaged households took a daily paper.
As was expected, the disadvantaged (98 per cent) in
the open country owned a car or truck and the proportion in
each zone declined to the large urban zone where 61 per cent
owned transportation.
Mobility.

It is possible to identify differences

among the residence zones regarding the number of household
heads born in Iowa.
Table 13 reveals a small tendency for a larger proportion of the household heads of the disadvantaged population of the large urban cities to have migrated into the
state than is evid~nced in the other zones.

The same pat-

tern apparently was not true of the non-disadvantaged population, except that zones 3 and 4 have a higher proportion
of their household heads who were born out of the state.

Table 13
Number of Household Heads Born in Iowa by Zone, Iowa, 1967

1
Under 60 Disadvantaged
Per Cent of Total
Disadvantaged
Under 60 Nondisadvantaged
Per Cent of Total
Non-disadvantaged

Residence Zones
4
3

2

5

Total

18,560

10,300

8,700

7,800

17,500

62,800

85

83

77

83

71

79

121,400

52,700

61,200

59,000

87,800

382,100

89

82

72

71

76

\.J1

r-'
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CHAPTER IV
A POVERTY MODEL AND EMPIRICAL RESULTS
A Poverty Model
I

The theoretical basis for the model used in this study
was described in Chapter II, where the causes of poverty are
discussed.

Not all the causes discussed there can be meas-

ured or quantified.

This chapter discusses the model and the

selection of variables for the model using data available
from the Iowa Human Resources Study referred to earlier, and
finally the empirical results of testing the model.
The model we will study is as follows:
ypz = ao + alxl + a2x2 + · · · + an~
where Ypz represents per capita family income over various
observation combinations of Iowa people, i.e., total, income
disadvantaged, non-income disadvantaged, etc., over five residence zones, 1 through 5.
lows:

The residence zones are as fol-

1 is for open country, 2 for small towns up to 2,500

population, 3 is population of 2,500 to 9,999, 4 is cities
10,000 to 49,999, and 5 is the cities over 50,000 in size,
commonly referred to as the Standard Metropolitan Statistical
Area.

x , . . . xn are independent variables including family
1
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size, years of education completed by the household head,
years of education completed by the respondents father, anemia
rating, age category, health status, parents of household
head on public assistance, the number of parents, the sex of
the household head, and the zone in which the family resides.
The dependent variable used is per capita family income for
1966.
This section will compare these variables chosen with
the Batchelder model (1) and will describe the influences
expected on the dependent variable, per capita income.
We cant1ot measure heredity or those forces influencing
a persons productive Intelligence A, i.e., at conception, or
Intelligence B, i.e., at birth, except that health status can
serve as a proxy measure for accidents and to a limited degree will measure some elements of Intelligence A and B.

It

may a.lso tend to reflect the misallocation of medical care
as considered in the optimum sense described earlier.
Age is given directly.

Age and health status are two

forces originating outside of the market, yet having an influence on poverty.
The household survey did not contain complete enough
data on the color or race of respondents to include it as a
measure of racial discrimination, and, as such, represents
an important missing theoretical causal factor ip this study.
It would have improved the study if some measure of
the assets of a family could have been included as a way of
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determining whether or not a family was poor.

This informa-

tion was not available in clear enough terms to include it.
Failure to learn ambition for economic achievement
was termed a misallocation of educational resources and is
represented in this study by the measures of anemia.

The

failure to continue in school is measured directly by the
years of education completed by the household head.

The

element of ~nappropriate education could have been included
by using the survey data telling how unrelated the present
occupation is from past training, but that is vague, and
other factors related to this would cloud the association.
We cannot include any measures of education for jobs that
have disappeared, or minimal education regarding present and
future job possibilities.

Those disadvantaged heads of

households who were or were not interested in further training might be used to measure the market imperfection described as an unwillingness to change from a position of low
productivity to a higher one, however, the conflict between
what the disadvantaged report and the action they take may
make that an imperfect measure.

Another question dealing

in the direction of measuring the latter imperfection, unwillingness to change, asked, "Suppose the head of the household was offered a new job with a chance to make $2,000 a
year more than he now makes, would you personally favor the
change if it meant . . . "

Here the respondent was given
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thirteen choices measuring some job mobility situation.

We,

however, have here the same conflict between saying and doing
as before.

Individuals "unwilling" to change jobs because

they do not know of the alternatives cannot be measured.
The market imperfection of family obligations preventing an individual from attaining above poverty productivity potentials he may possess can be measured by one
parent households.

We can expect a significant difference

if that household is headed by a male or a female. with the
latter a more severe imperfection.
Market imperfections that prevent the distribution of
the nation's output so that no one is in poverty included
three elements that we cannot include.

The social minimum

wage, rising productivity or deficient aggregate demand are
independent variables we cannot measure or include in a further
study using available data.
The importance of unemployment as a causal factor of
low incomes is obvious and an explanation regarding its exclusion in this study is in order.

Unemployment is the first

and most obvious factor observed, but the reason for unemployment is of more importance.

Among the reasons for unemploy-

ment are age, health status, family obligations (no wage
earner), lack of desire to work, racial discrimination, etc.
A substantial number of observations in the household survey
had inappropriate information on their unemployment status,
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i.e., many of the aged and families with one parent (female)
were not in the labor market, thus neither employed nor unemployed.
Variables were included that identify the residence
zone of each of the observations of the household survey.

It

was appropriate to include these in the regression analysis
because of the differences in earning rates likely to occur
among the five zones, i.e., open country and various sized
cities.

Victor R. Fuchs (4) has found a very strong and con-

sistent positive relation between average hourly earnings and
city size.

His study dealt with nonagricultural employed

persons and included some cities much larger than thos.e found
in Iowa, but the trends remain, making it worthy to include
•

residence zone variables in this study.
The Influence of Variables on Per Capita Family Income
Per capita family income is influenced primarily by
the size of the family; that variation is expected to be inverse.

The larger the number of family members, the smaller

is the family income per person.
The relationship between age and per capita family
income is expected to be positive.

One expects income to be

the highest during the high income-earning years, namely,
30-60 years of age.

Incomes generally are lower in both

younger and older age brackets, yet one would expect the

57

relationship to be positive.

Most couples will find them-

selves in the "empty-nest" stage of the family life cycle
at about age SO.

With their income tending to remain the

same for another fifteen years or so, the per capita income
will rise sharply.

After retirement, most families will ex-

perience a sharp decline in per capita family income.
Numerous studies (11, 12) show a positive relationship between the income earning ability of a person and the
educational level he has achieved.

Tweeten (12, p. 15)

summarizes, "Education has a high economic payoff to individuals in most areas and occupations. 11

The correlation

is far from unity, but the direction is clear, as evidenced
by the standard requirement of a high school or college diploma as a sort of "union card" for employment in many jobs.
A positive relationship is expected between per capita
family income and the educational level of the parents of
the father and/or mother surveyed, but the nature and extent
of the relationship is not clear.

The educational level of

the respondents parents will probably have its most direct
influence on other variables that will in turn affect per
capita family income of the surveyed household.

The ques-

tions posed by Tweeten (12, p. 33) at this point are,
" . . . does income determine education?
determine income?"

Or does· education

His answer:

Both questions can be answered affirmatively without
conflict if the time sequence is recognized and the
education-income complex is viewed as a recursive
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process.
In the short run, the educational attainment
of youth may be regarded as a function of income of
parents, cultural environment, and other factors.
Change in educational attainment in the short run has
little impact on income; hence education can be viewed
as the dependent variable, and income an independent
variable in the functional equation estimating demand
for education. The situation in the long run for adults
in aggregate is the reverse. Once education has been
attained, inco~e level can be viewed as a function of
education.
Some interdependence is present, however,
because a decision to terminate education involves an
interrelationship between educational attainment and
immediate income.
Or put more succinctly, "The income and aspirations of the
first generation determine the education of the second generation.

And the education of the second generation deter-

mines the aspirations and income of the succeeding generation."
We expect the educational level of the older generation to influence the per capita income of the family under
study, but the inf~uence is indirect, i.e., through the
educational level of the parents of the household surveyed,
through their attitudes, or other variables.
It is expected that a persons attitude toward society,
will, in general, be positively correlated to the income of
the family.

Poor mental health is as much a handicap to an

individual as poor physical health.

A measure of mental

health is the general attitude people have concerning life.
An attitude of alienation toward society and hopelessness in
his individual situation hinders a persons incentive and
strips him of the incentive necessary to succeed and progress
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economically.

Such attitudes as, "The lot of the average man

is getting worse, not better," "It's hardly fair to bring
children into the world the way things look for the future,"
"We have to live pretty much for today and let tomorrow
take care of itself," "A person really doesn't know whom he
can count on," or "There's little use in writing to public
officials because often they aren't really interested in
the problems of the average man," are indicative of anomia.
Logically, we expect people ali.enated in this way to experience low incomes.

It is possible that low incomes may

be a cause of these alienated attitudes.
The concept of anomia needs further explanation.

It

is a concept that has slowly and with difficulty evolved in
sociological studies over the past seventy years.

Merton

( 8} concludes that the concept_ of anomia refers to a property
of a social system; to a breakdown of social standards governing behavior and so also signifies little social cohesion.
Anomia is a term to designate the anomic state of an individual.

He further describes the situation from which it

arises (8, p. 225):
All this is intended to suggest only that the forces making for anomie in the larger society are visibly concentrated, through its distinctive opportunity-structure,
in the metropolis (though not, of course, confined to it).
The anemia of the disadvantaged develops from a disjunction between aspirations which, even when relatively
limited, cannot be approximated, owing in part to socially patterned limitations of access to opportunity.
The anemia of the successful arises from another kind of
seemingly futile pursuit, when progressively heightened
aspirations are fostered by each temporary success and by
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the enlarged expectations visited on them by associates.
And both kinds, though not confined to the city, are
more apt to be found there. Together, they constitute
some of the social costs of an urban social system that
simultaneously evokes prized human achievements and
corrosive human defeats.
The five item Srole Anomia Scale, enumerated above and used
in the household survey, was developed by Leo Srole in 1950.
It seems apparent, therefore, that several elements
may contribute to anomic attitudes being expressed by persons in the household survey.

Among these may be low income

of the present family, low income of the parents of the
present family when they were growing up, low educational
level that otherwise would help resolve the d:~sjunction between aspirations and opportunity.

Age and social partici-

pation are directly related to anemia.

The educational

level will influence directly the attitudes that people take
toward society and .life in general.

It can be demonstrated

that the more highly educated people take a more positive
view of life and are more hopeful about society.

It is logi-

cal to expect the educational level of the older generation
to influence the anomia rating of both generations for the
same reasons.

One might also expect some influence on anomia

ratings of the number of parents in the household.

This

would come to bear in that the surviving spouse finds he cannot psychologically adjust to the facts as they are.

Atti-

tudes of alienation are probably mostly influenced by the
home environment when the parents of the generation studied
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were growing up.

Unless they are overcome later by education

or successful experiences, these attitudes are likely to
persist and will prevail as they are passed on from one generation to the next.

They will be reinforced by their in-

come earning level and can be altered only by education,
through association with someone who cares, that one might
describe as individual instruction, or a successful resolution of aspirations and experiences.

Thus, we expect aliena-

tion to directly influence per capita income of the family.
The relationship between health and per capita family
income is direct and clearly positive.

It is possible that

the lack of health, which may arbitrarily be defined as poor
or fair health, will vary inversely with per capita family
income, i.e., poor or fair health may influence a reduction
in per capita income rather th~n raising it.
The arguments for supporting the thesis that persons
who are receiving public welfare assistance and who are the
parents of the family surveyed will influence the income of
the surveyed family are similar to those relating to the influence of the educational level of the respondents parents
to the income of the surveyed family.
direct.

The connection is in-

If the parents of the family surveyed are receiving

welfare assistance it may or may not be an indication of the
kind of home environment that existed when their children-the present family parents--were growing through their formative years.

The important relationship is the influence on
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the children during the formative years.

Insofar as the

educational level of the parents of the family surveyed or
their presently receiving welfare assistance affects this
influence it is likely to indirectly affect per capita
family income of the generation under study.
Whether or not the family has one or two parents
will have a direct influence on the per capita income of
the family.
higher.

If both are wage earners the income will be

If there is only one parent the sex of the parent

is very important.

A female will not command as high an

income as a male.

The overall median earnings for female

workers in the state was 42.5 per cent of what male workers
received in the Dimensions of Iowa Welfare Household Survey
taken in 1967.

The difference in earnings for major occu-

pational groupings ranged from- 25 per cent for private
.

household workers to 74 per cent for sales workers.
The relationship between residence zone and per capita
income has varied influences.

Farm families tend to be

larger and this would reduce per capita income.

Also farmers

tend to have lower cash incomes which would further reduce
their per capita figures when compared to those living in
town or city situations.

We expect that median incomes will

rise as the size of the town or city increases.

Higher wage

rates and increased employment opportunities are responsible
for a large part of this influence of the larger population
centers on per capita incomes.
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The Influence of Variables on the Amount that Family
Income is Above or Below Their Poverty Line
This section will discuss the expected effect of independent variables on a deoendent variable, namely, the
amount the family income is above or below their own poverty
line.

The analytical framework developed in the last sec-

tion will apply in this section as well, with some minor
corrections, mostly in terminology.
Family size is expected to adversely affect family
income in relation to its poverty line.

We expect persons

with alienated attitudes toward society to have lower total
family income than those not so inclined.

Older people will

have lower incomes than the other age categories.
income will be positively related.

Health and

Families with two par-

ents are expected to have higher incomes than those with one
parent, and of those with one parent we expect higher incomes
if that parent is a male rather than a female.

We expect

income in rural areas to be relatively lower than in urban
areas because of underemployment on farms and higher wage
rates in the more urban areas.

Finally, we expect a positive

correlation between educational levels and income.
Empirical Procedures and Definitions
This section describes the statistical models used to
estimate the relationship of the two dependent variables of
per capita family income and the amount the family income is
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above or below poverty to the independent variables discussed
previously.
The following regression equations are the base for
several regression equations fitted to the household survey
data taken in 1967 to test the hypothesis that the variables
discussed in the last section do influence per capita family
income and the range of family income above or below poverty.

where the dependent variables Ypz and x 1 ,
independent variables are defined in Table 14.
Several variables were taken from the original data
and changed into dummy variables in order to make the results
more meaningful, and specifically to see the contribution of
each of the categories,

expected to be varied, to the ex-

planation of the dependent variable.

The variables so treated

.

were age category, made into three variables, health conditions
were separated into four variables, those identifying the
family composition, i.e., the number and sex of parents were
made into three variables, each of the five residence zones
were separated into variables, and education level of the
household head were divided into four variables.
There were two variables used in the computation of
earlier equations, but deleted later.

These variables were

the highest year of education completed by the father of the
respondent to the survey, and whether or not the parents of
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Table 14
Definition of Variables Used in Regression Equation

Y

= A measure of the per capita family income of 1966, where

Y
p

= various

z

= The dollar amount a family's income was above or below
their poverty line in 1966.

1

= open country

2

= places up to 2,500 population

3

= cities, population 2,500 to 9,999

4

= cities, population 10,000 to 49,999

5

= cities, population over 50,000 (SMSA)

x1

= size of the economic unit (number of family members)

population obser':'ations: p = t, data representing total Iowa population, data pooled over all residence zones, p = d, data representing Iowa population
disadvantaged because of income, pooled over all residence zones, p ::: n, data representing Iowa population
non-disadvantaged because of income, pooled over all
residence zones.

= anomia rating:

0 if anomic, 1 if not anomic

= age category:
wise

1 if greater than 60 years, 0 if other-

= age category:

1 if 30-60 years, 0 if otherwise

= age category:

1 if less than 30 years, 0 if otherwise

x6

= health category:

1 if excellent, 0 if otherwise

x7

= health category:

1 if good, 0 if otherwise

xs =
x

9

health category:

1 if fair, 0 if otherwise

= health category:

1 if poor, 0 if otherwise

= family composition: 1 if one parent household, male
head, 0 if otherwise

66

Table 14 (Continued)

= family composition:

1 if one parent household, female

head, 0 if otherwise
= family composition: 1 if two parent household, male
head, 0 if otherwise

x 13 = residence zone:

1 if zone 1, 0 if otherwise

x 1 4 = residence zone:

2 if zone 2, 0 if otherwise

x 15 = residence zone:

1 if zone 3, 0 if otherwise

x 16 = residence zone:

1 if zone 4, 0 if otherwise

x 17 = residence zone:

1 if zone 5, 0 if otherwise

x
19

= educational level of household head:
8 years, 0 if otherwise

1 if less than

= educational level of household head:

1 if 8 years,

but less than 12 years, 0 if otherwise

= educational level of household head:
12 years, 0 if otherwise

1 if completed

= educational level of household head:
12 years, 0 if otherwise

1 if greater than
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the household were receiving public assistance payments--not
social security.

They were deleted from the computations

because a large number of observations had this data missing.
To delete these observations had a direct affect on at least
two other variables, age category and health, because most of
the population deleted were persons in the older age categories who had no parents living.

Without parents living

they could not give a response to the query about their parents
receiving public assistance.

Too, older people would likely

be more vague in their knowledge of the education of their
parents.

This may be due to immigration to the United States,

early death, or simply because less emphasis was placed on
education in their day.

The connection between age and con-

dition of health variables is obvious.

In addition, the

relationship between the educational level of the respondents father and the dependent variable, per capita income,
is more vague than the other variables selected, or is, at
the least, more indirect in its influence as we saw in the
last section.
Dependent variables were selected.

They were per

capita family income, with the data coming from the household
survey and reflecting 1966 income of the economic unit and
the dollar amount a family was above or below their poverty
line.

The most important reason for selecting per capita

family income as the dependent variable is because nearly
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all attempts to establish criteria of poverty income include
some measure of family size and composition.

Thus it seemed

appropriate that per capita family income was more consistent
with the criteria than total family income.

It is of interest

to attempt to identify those characteristics that are associated with severe poverty and that would tend to increase or
decrease the range above or below poverty of family income.
Multiple regression equations were computed and their
results are reported in Table 15 and Table 16.

Table 15

gives the partial regression coefficients, intercept values,
and the coefficient of determination for the dependent
variable, per capita family income, for three populations
sample groups, i.e., total population, poor and nonpoor.

In

each case one variable of each group of dummy variables were
deleted in the computations.

Those deleted were the age

category of less than thirty years, poor health, two parents
in the family, residence zone 1. (open country), and the education category of less than eight years of education completed by the household head.

The values of the coefficients

are included in the intercept value.
The original income information was given a coded
value that was later transgenerated into a midpoint for the
range of values represented by the coded value.

This was

divided by the family size to obtain per capita family income.
A similar procedure was followed to obtain the dollar amount
that a family's income was above or below their poverty line.
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Table 15
Multiple Regression Equation Results; Partial ~egression
Coefficient, Coefficient of Determination, R, Per
Capita Family Income as Dependent
Variable, Iowa, 1967
Dependent Variables
Independent
Variables

n = 846

Xl Family size

-327.7***

522

-393. 7***

-62.48***

x2 Anomia

427.9***

X3 Age, over 60

410. 8**

180. 2**

x4 Age, 30-60

455.6***

•/ll vi:
146.9***

X6 Health, excellent

x

Yn

Yt

1122.0***

44.63 (80)

l

,',;

569O.0***

892.3***

211.9*** ~ ·

854.2***

XS Health, fair

691.9***

124.3*

730.4**

10

-1 parent, male

-2B.27(~P
~·
IF,,.,_,'
~

897.2***

)

-30.67 ~

x11,l parent, female

\ \·__ \...L ~'(
~

925.8***~

X7 Health, good

)

~i'o"

347.2***

~~)4 134. 2

227. 0***

5, 0

r}

~xr
-{L.,..
•

~ 5...28.8** ~

..,..,.,,V,

~

"9'-~'JM,~

x

14 Zone 2

13.08

x 15 Zone 3
285.6*

x17 Zone 5

322.1**

x 20 Education, 12
x 21 Education, more
than 12
Intercept
R2

-309.5*

213.1***

x16 Zone 4

x 19 Education, more
than 7, less
than 12

59.73

-31.97
9770.0
1
545.0** .

149.1**
63.79 (80)

-25.14
-138.8
168.5

~-->

j

~~ ~.,-h_J

58.54

309.7 (80)

114.0*

281. 9 ( 80)

151.2 (80)

523.5**

1423. 0***
521.6***
.28636
.29134
***Significant at the 99% confidence level
**Significant at the 95% confidence level
*Significant at the 90% confidence level

2028.0***
. 35248

• '·'-'~
L\.'-~ V"

~V
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Table 16
Multiple Regression Equation Results; Partial Regression
2 Dollar
Coefficient, Coefficient of Determination, R,
Amount Above or Below Poverty Line as Dependent
Variable, Iowa, 1967

Independent
Variable

Dependent Variable

-r,./'\

n =
A' 6

X

1

Family size

✓

-394.6***

..-\fi"'

168.1***

-100.6** wn....i.>-

X2 Anomia

825.1***

-171. 3*

X3 Age, over 60

440.0 (80)

-583. l**:~,S·~-152.6

x

620.7***

-265.8**

4

Age, 30-60

556 .1 ***

l

.

482.3***

V

k~"'

p,.l

x6 Health, excellent

2086.0***

-375.7*

X7 Health, good

1235.0***

-272.3 ( ~ ~ · 1099.0**)~

x8 Health, fair

899.4**

xlO 1 parent, male

-1619.0***

x11'l parent, female

-2967.0***

X14 Zone 2

586.2**

Xl5 Zone 3

1041.0***

Xl6 Zone 4

1174.0***

Xl7 Zone 5

958.3**

-21.62

0

1603.0**;,.L)

1024.0**

Xl9 Education, more

than 7, less
than 12

x 20 Education, 12
x

£dfµ-.

Education, more
21 than 12

-./1)

-518. 3 *

-196. 6 , \ , /
\. ! \

180.9

1;. ,f"'
'

-233.7 (8)f°
-356 .O*

ft

-445.5 (80)

785.2*
1149.0***
.31567
.25248
***Significant at the 99% confidence level
**Significant at the 95% confidence level
*Significant at the 90% confidence level
I~tercept

R

13. 61

1

•

1383.0***
.15634
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Empirical Results
Per Capita Family Income

c!S

the Dependent Variable

The coefficients of determination, R2 , from the data
computed representing the total Iowa population, and the
subsamples representing the poor and nonpoor were .286,
.291, and .352 respectively.

This means there is about a

70 per cent unexplained variation in the data representing
total population and the poor, and a 65 per cent unexplained
variation in the data of the nonpoor population.

These un-

explained variations are due to other relevant independent
variables being excluded from the equation.

These may in-

clude racial discrimination, heredity, assets of a family,
or in the aggregate economic sense, deficient aggregate
demand among others.
As measured.by the t-values (the partial regression
coefficient divided by their standard errors) a majority
of the variables were significantly associated with the dependent variable, per capita family income, at the 90, 95,
and/or 99 per cent confidence level.

There were some small

differences shown when fitting different sample data to the
equation.

For the sample data representing the total popu-

lation, the independent variables showing significant association with the dependent variable were family size, anomia
rating, all age and health status categories, family composition categories, residence zones 3, 4 and 5, and education
category of greater than 12 years of education.
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When fitting the data representing the poor to the
equation, we find a few differences in the independent
variables that are signific~ntly associated with per capita
family income, as measured by their t-values.

Family compo-

sition, residence zone 2, and educational category 2, were
not significantly associated at the confidence levels described above, while anomia rating, residence zone 5, and
educational level exceeding twelve years were associated at
an 80 per cent confidence level.
Comparing the variables significantly associated in
the fit of data representing the nonpoor to that of the total
population the variables not significantly associated with
per capita family income include the age category greater
than 60 years, residence zone 3, 4 and 4 (opposite that of
th~ total population), and educational categories 2 and 3
-

are only associated at the 80 per cent confidence level.
The mathematical sign on each of the partial regression coefficients that are of significance are interesting.
The sign on the variable, family size, was negative in all
cases.

It means that as the family size increases the per

capita family income declines, as expected.
anomia rating was positive in all cases.

The sign on the

That rating was

coded such that persons expressing fewer anomic attitudes
had a higher numeric value than those with more anomic attitudes.

The sign was as expected indicating that persons
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with more adjusted attitudes expressed would experience
higher per capita family income.
The signs of th2 variables representing the family
composition (number and sex of parents) vary among the population samples.

The signs for both the one parent variables

are negative for the poor population data.

That means an

inverse relationship between the independent and dependent
variables, i.e., a single parent family will have a lower
per capita income than a two parent family.

The value of

the partial regression coefficient (although not significantly associated with the dependent variable) for l)oth the
male and female parent families show that the female parent
is in a relatively less favorable position economically than
the male parent.

This same relationship is borne out in the

re~ults of the data for the total and nonpoor population
.

samples where both variables are significantly associated.
In all cases families with one parent are in a more disadvantaged situation when that parent is a female than when a
male.

Among the nonpoor the mathematical sign is positive

as might be expected.
The relative values of the age categories follow expectation for the sample data representing the total population and the nonpoor population, i.e., the highest income
years are 30-60 years of age, with those families in the
age category greater than 60 years are somewhat less.

An
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exception to this is noted in the poor population sample
data.

Here we see the older age category with a higher par-

tial regression coefficient than the middle age group.

This

may be explained by the old age assistance payments made to
older people that make them less poor than their younger
counterparts.
The relative values of the partial regression coefficients for the categories representing health status
follow the expected pattern for all population sample data,
i.e., the values are higher for those families in which the
household head has excellent health than in the good, fair
or poor health categories and the values decline as health
declines.
In the total population sample data, the partial regr7ssion coefficients of the residence zone variables show
an interesting relationship.

It indicates that per capita

family income is larger in urban than in rural zones and
also increases as city size increases.

A similar kind of

relationship with some interesting exceptions, exists among
the zones when fitting data representing the nonpoor.

Ex-

cept where zones 3 and 4 are reversed, the pattern shows a
larger value as the population becomes more concentrated.
Residence zones 2, 3 and 4 have a negative sign before the
coefficient meaning a decline in per capita family income
in each of those cases.

The data for the poor population

sample indicates a positive sign on the coefficients for all
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residence zones with the smallest value of coefficients in
rural zones and the largest cities of Iowa.
The values of the partial regression coefficients for
the various education categories follow the expected pattern,
i.e., a larger per capita family income indicated in families
where the household head has more education.

In each edu-

cation category the value of the coefficient is considerably
larger for the nonpoor than for the poor, indicating other
factors than education account for the income differences.
Of all the variables showing a significant association
with the dependent variables at the 90, 95, and/or 99 per cent
confidence level, family size is apparently the most important.

In each population sample, family size is the variable

that first enters the stepwise regression equation, and is
the, one variable contributing the most to an explanation of
the variability of the data as indicated in the coefficient
.
.
2
o f d etermination, R.
Amount Above or Below Poverty Line as the Dependent Variable
The same sample data representing the total population,
poor and nonpoor populations were fitted to the regression
equation.

The results are shown in Table 16.

2
The coefficient of determination, R , varies among the
three population samples, i.e., it is .316,

.252 and .156 for

samples representing the total, poor and nonpoor populations
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respectively.

There is a greater unexplained variation in

the data of the nonpoor than of the poor or total population
samples.

Other relevant independent variables, similar to

the ones listed at the beginning of the previous section,
have been excluded and might provide a higher explanatory
power to the equation, if they had been included.
As measured by their t-values all except three independent variables showed a significant association with
the dependent variable at the 90, 95 and/or 99 per cent confidence level.

The exceptions were the older age category

(significant at the 80 per cent confidence level) and the
education categories r,epresenting high school and post high
school educational levels.
Of particular interest is the mathematical sign on
th~ partial regression coeffic-ients from the poor and nonpoor
-

sample data as compared to each other.

The values used in

each of the population samples were positive, i.e., for the
poor the dollar amount below poverty was shown as a positive
number while for the nonpoor the dollar amount above poverty
was also shown as a positive number.

Thus a positive mathe-

matical sign before the partial regression coefficient takes
the dependent variable further away from the poverty line
(placing the poor further below poverty and the nonpoor further
away from their poverty line--improving their position); and
a negative mathematical sign causes the dependent variable to
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be closer to the poverty line (improving the position of the
poor and placing the nonpoor in a more disadvantaged situation).
It is recalled that family size and composition (sex
and number of parents) are taken into consideration to establish the poverty line of each family.

Therefore, it is

of interest to note that an increase in the number of persons
in the economic unit places both the poor and the nonpoor in
a more disadvantaged situation, i.e., the poor have incomes
further below their poverty lines, while the nonpoor incomes
are reduced to come closer to their poverty line.

Families

with one parent are more disadvantaged than families with
two parents whether or not they are poor or nonpoor, and
those families with one parent are more disadvantaged if
th~t parent is a female than if a male.
The remainder of the variables generally follow the
pattern as expected or described for the dependent variable
of per capita family income.

The partial regression co-

efficients for the poor in the various residence zones indicates that poverty is more severe in the large cities of
Iowa, the coefficient value is negative and smaller for
that zone than for the others.

On the other hand, the non-

poor in zone 5 are in their best position.

This implies a

wider disparity in family income in the large cities than in
other zones.

./
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Among the nonpoor and the poor, fewer characteristics
showed a significant association with the dependent variable
at the 90, 95 and/or 99 per cent confidence level, than was
indicated using total population sample data.
The dependent variable, range above or below poverty,
for the total population sample data was transgenerated in a
manner to include a negative sign before the number representing the dollar amount the poor were below their poverty
line and a positive sign before the dollar amount the nonpoor
were above their poverty line.

Thus the mathematical sign

before the partial coefficients have the same affect, i.e.,
a negative sign brings the dependent variable closer to the
poverty line, ~hile a positive sign causes it to be further
removed from the poverty line.
follow expected patterns.

Thus the signs and coefficients

Par.ticularly noteworthy is the pat-

tern of the three education categories, i.e., the lowest income is expected with the lowest education, and higher e.ducation results in an income further from the poverty line.
This is supported by the coefficients of those variables for
the poor sample data, but fo~ the nonpoor the expected pattern
is broken where greater advantage is seen for a family whose
household head has completed twelve years of education than
for one who has had more than twelve years.

Comparing Table

15 with Table 16 at this point we observe that while per
capita family income is higher in a family whose head has
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had more education the actual dollar amount above that family's
poverty line is not higher than a household head with less
education.

We can only reconcile this apparent contradiction

by further observing the standard error is larger than the
coefficient, and we must also observe that the size of the
family is taken into account in both dependent variables,
but that per capita family income considers total income and
the amount above or below poverty considers only the residual
of total income minus the poverty line which is based on
family size and composition (sex and number of parents).

We

should also call attention to the lower coefficient of determination for the nonpoor than for the poor or total population samples.
It is of interest to note that for the total population sample and for the poor sample the one parent, female,
was the first to enter the stepwise regression equation and
accounts for most of the increase in the coefficient of de2

termination, R.

In each of these cases that variable was

followed by family size.

For the poor sample the one parent,

male variable then entered the equation.

Using the nonpoor

sample data the first variable to enter the equation was
anemia, followed by excellent health, and one parent, female.
Thus in very general terms we can say that the model
we have developed includes variables that do have a significant association with the dependent variable, per capita family
income.

Recalling the model described by Batchelder, and
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briefly outlined earlier, the following forces outside the
market and market imperfections that we were able to measure
are apparently significant:

health status, age, failure to

learn ambition (for economic achievement) as measured by
anomia ratings, failure to continue in school, and family
obligations.

We were not successful in explaining very much

of the variability in the data, but then neither did we include all of Batchelder's variables.

Of those variables that

we added to Batchelders, family size and the five residence
zones, only family size was significantly associated with the
dependent variable in a consistent manner, and that association was quite strong.
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CHAPTER V

SUMMARY AND CONCLUSIONS
This study has attempted to gain more information
about the disadvantaged people in Iowa, and has specifically
focused on poverty, the chief disadvantage.

It must be

clearly stated, however, that identifying poverty and those
characteristics associated with disadvantaged situations is
far more than applying some arbitrary standards in order to
classify people.

Not all people who fall below the standards

are of the poverty or disadvantaged culture; neither are all
persons who are above the standards out of the poverty culture.

The discipline of Economics has an interest in dis-

advantaged people insofar as market imperfections lead to
less than an optimum allocation of education, medical care
I

and capital resources to enable each person to realize their
full economic potential.

Years of deprivation and aliena-

tion often affect attitudes, abilities, aspirations, health
and life styles that in turn influence personal development
and realization of economic potential.

Income is important

for the necessities of life and to preserve self-esteem (15).
Therefore, many disciplines, in addition to E.conomics, have
a stake in the study of disadvantaged people and the circumstances leading to it, and in exploring ways to eliminate it.
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It is common knowledge that to be disadvantaged means
to be in a deprived, unfavorable or prejudicial condition.
The deficiency of sucn a definition is its imprecision and
to implement public programs designed to alleviate disadvantage it is necessary to identify those who are disadvantaged;
this requires establishing an arbitrary standard by which to
determine disadvantage and non-disadvantage. A poverty line,
for example, must take into consideration several factors.
Among these are factors that affect the amount of income
necessary to provide basic needs and factors influencing the
potential or actual income of the family with which to provide
the basic needs.

In order to determine which needs are basic

some consideration must be given to the pattern of income
distribution among families.

Therefore, any definition of

disadvantage or poverty must tre dynamic rather than static,
because the conditions underlying the state are constantly
changing.
Upon examining the situation of people who are in
poverty, one is initially tempted to place the blame on unemployment or low wage scales, but a closer look reveals a
whole chain of causal factors that can be arranged in a hierarchial manner, and we must pursue the identification of each
link until we reach its base.

For example, low wage scales

may be due to low productivity, racial discrimination, low
bargaining power, exclusion from minimum wage coverage, or
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lack of mobility resulting from inadequate knowledge of other
opportunities or unwillingness or inability to move away from
familiar surroundings.

Each of these can, in turn, reflect

another level of causal factors.

Low productivity may be

due to a lack of education or training, physical or mental
disability, or poor motivation.

The most frequent conclusion

is then to discuss the poverty cycle, where, because of poor
conditions in the home or neighborhood environment, poverty
breeds poverty.

Batchelder develops the thesis that the

output of the American economy is distributed to each individual in approximate proportion to his productive contribution.

His productive contribution is determined by the

physical materials used by him and his productive intelligence, the latter including the whole range of human physical
a~d mental abilities valued in the marketplace.

Productive

intelligence is determined by heredity and enviri::mment, and
much of it derived from their education, interpersonal
relationships, medical care, etc.

Maximum efficiency is

attained by distributing physical capital, education, and
medical care to each person in such a manner so that the
marginal productivity returns resulting from the last unit
of their input are equal among all persons.

There are im-

perfections in the market that preclude reaching this optimum.

These include discrimination, misallocation of edu-

cational resources, unwillingness to change from a position
of low productivity to a maximized one, family obligations,

/

84

social minimum wage, rising productivity (the poor may not
qualify) or deficient aggregate demand.
Using the theoretical base provided by Batchelder a
model of poverty was developed from which a multiple regression equation was derived.

In one case the dependent variable

was per capita family income and the independent variables
were family size, years of education completed by the household head, years of educ·ation completed by the respondents
father, anomia rating, age category, health status, whether
parents of the household head were receiving public welfare
assistance, the composition of the family including the sex
and number of parents and the residence zone.

In another

case the dependent variable was the dollar amount the family
income was above or below their own poverty line and the
i~dependent variables were the same.

The regression equation

was fitted to the household survey data obtained as part of
a Dimensions of Iowa Welfare Human Resources Study conducted
at Iowa State University in 1967.

The data represented a

random sample of the total Iowa population, the poor and
the nonpoor.

The regression equation was fitted to each of

the population samples.

For the sample representing the

total Iowa population the independent variables significantly
associated with per capita family income included family size,
anomia rating, age and health status categories, family composition (sex and number of parents), residence zones 3, 4
and 5, and education level of the household head in the
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category of greater than twelve years.

For the poor popula-

tion sample, the family composition did not show the significant association, and among the nonpoor, residence zones 3,
4 and 5 did not show the significant association.

The co-

efficient of determination for the three samples were approximately 30 per cent.
For the sample representing the total Iowa population
the independent variables significantly associated with the
amount family income was above or below poverty included
family size, anomia rating, age categories, health status
categories, family composition, all residence zones and the
lower educational categories.

More inconsistency was shown

in the significant association of residence zone and education categories to the amount above or below poverty for
both the poor and nonpoor sampLes.

The coefficient of deter-

mination for each of these samples was smaller, ranging from
15 to 32 per cent of the variability of the data being explained by the independent variables.
+n the United States in 1965 it has been estimated
that 25 per cent of the rural population and 15 per cent of
the urban population were in poverty.

The study reported

in this paper based on a 1967 survey, with somewhat different definition of poverty, found 19 per cent of the rural
population of Iowa and 16 per cent of the urban population
in poverty.

In the United States in 1965 rural areas had
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30 per cent of the population yet had 40 per cent of the
poverty of the country.

Rural Iowa in 1967 had 43 per cent

of the Iowa family units and 47 per cent of the state's
poverty.

In the United States in 1965 two-thirds of the

urban poor lived in metropolitan areas compared to 35 per
cent of the Iowa urban poor in 1967, the latter most likely
due to the smaller number of large cities 50,000 and over
in population in Iowa, compared to the nation.
While the years on which the information is based
do not coincide for both sets of data, the trends are
apparent and we see Iowa basically following a similar
pattern of distribution of poverty between rural and urban
areas.

It may be possible to attach some significance to

the six percentage points difference in the proportion of
r~ral people who are in pover~y between the U.S. and Iowa,
.

most of which is likely due to the South.

Nevertheless,

Iowa follows the national trend of a higher proportion of
people in rural areas in poverty than in urban areas.
We can conclude from this study that the disadvantaged
are not a homogeneous population.

These differences are in-

dicated on the basis of age, residence, criteria for disadvantage, i.e., income, education, employment, and for o.ther
characteristics many of which are not reported here.
More of the under 60 disadvantaged were located in
zone 5, the large urban cities of Iowa, followed closely
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by a high number of them in zone 1.

The over 60 disadvantaged

tended to be concentrated in zone 2, small towns.
A high proportion (about one-half) of the older people
who lived in zones 2, 3 and 4, the small to medium sized
communities, were disadvantaged.
Eighty per cent of the Iowa disadvantaged were poor.
Of significance is the concentration of poor under 60 in
zones 1 and 5 and the corresponding high proportion of over
60 poor in zones 2, 3 and 4.

Two-t~ds of all poor in Iowa

were old.
It is clear from this study that the most severe
poverty is in the urban areas.

Just by raising the income

of the poor by $1,000 would eliminate nearly one-half of the
poverty in Iowa.

A hard-core one-third of the poor with in-

comes greater than $1,500 belew their minimums would make
the total job of eliminating poverty a costly one.
Ten out of 35 disadvantaged Iowans lacked sufficient
education according to criteria selected.

The higher propor-

tion of disadvantaged who do not get a high school education
is significant in zones 4 and 5.
Housing conditions among the disadvantaged in Iowa
show that those in the more urban communities have a more
severe housing problem than those in the smaller towns and
cities and in the open country.
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There were not outstanding trends in the health
status of the disadvantaged because of where they live.

The

disadvantaged are simply in poorer health wherever they live.
The disadvantaged who live in the highly populated
cities tend to feel more negative towards society in general.
It is interesting to note that they are also less likely to
be involved in organizations and are more mobile within the
community.
Implications for Public Policy
The most obvious conclusion to draw from this study
is that while the variables selected were significantly
associated with the relevant dependent variables they failed
to explain greater than about 30 per cent of the variability
of the data.

Thus, while publ~c policy must give attention

to the variables we studied, we must look further for other
relevant independent variables that will move the incomes of
people above their poverty lines.
The next implication is that something must be done to
ameliorate the low income position of families with only one
parent, especially when that parent is a female.

It is ob-

vious that public welfare programs designed to help this
situation are far from meeting the tests of adequacy used in
this study.
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The importance shown by family size in both dependent
variables indicates a need for public study of these relationships, especially among the poor.

What would be the

impact of the negative income tax on this variable in the
long run?
The value of excellent health appeared consistently
in each equation.

This should call for further study to

determine if further investment in medical care--public or
private--would substantially reduce the proportions of the
work force who experience lower incomes because of poor or
fair health.

The application of a benefit-cost analysis

would help determine the extent and feasibility of such an
investment.
The poor in the urban cities of residence zone 5 are
further below their poverty lines than their counterparts in
less populous zones, while at the same time the nonpoor in
those same cities have incomes further above their poverty
lines than their counterparts in the other residence zones.
This implies an apparently greater disparity of income distribution in the larger cities than in other residence zones.
What accounts for this disparity?

To what extent does un-

employment, lack of education or aspirations, or racial discrimination contribute to it?
Contrary to our expectations, education failed to
explain more than a very small amount of the variability of
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the data.

Perhaps the educational level of the household

head is an inadequate measure of the income earning power of
what we generally call education.
It is clear that more attention should be given to
help people resolve their aspirations in life with the realities they face.

Is this problem of anomia further aggravated

by the public display of affluence through the media of
television?
The criteria for disadvantage of the households headed
by a person over 60 years of age included income and education standards.

At that stage in life there is little point

in developing a public policy that will provide opportunities
for formal education.

Some policies might be useful that

have as their objective some kind of preparation for retirement years

but a formal education program would likely cost

more than its returns in terms of marginal productivity.

What

does seem significant is that two-thirds of all the poor in
Iowa were over 60 years of age, and 35 per cent of al~ those
over 60 years were poor.

It is apparent that financial re-

tirement programs for the elderly are inadequate, and is a
public problem of major concern.

Neither public welfare pay-

ments nor those from social security are at high enough levels
to meet the basic needs defined for this purpose as $1500 per
year for a one person household and $2500 for an elderly
couple.

The addition of less than $1,000 to the incomes of

/
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the households over 60 years of age would eliminate 55 per
cent of that age groups poverty, and 48 per cent of the under
60 year age group poverty as well.

Public policy must be

directed at eliminating or alleviating this problem in the
years ahead, and, as such, must be directed at those who
are now under 60 years of age.

The most severe poverty of

the older age groups are among those who live in the. small
towns, where the largest numbers of them also live, but sur~risingly substantial numbers of the aged poor in the largest
cities are in severe poverty, i.e., greater than $1500 below
their prescribed minimum.
Among the under age 60 years households the largest
number of poor are less than $1,000 under their poverty lines
in all residence zones, but 42 per cent of the severest pover~y groups, i.e., greater than $2,000 below their prescribed
minimums, are located in the largest cities of Iowa.

Know-

ing the location of the largest numbers of poor gives clear
direction as to where to start to alleviate poverty.

It was

estimated to cost about $182 million to eliminate all poverty
in Iowa.
The need for further economic expansion with an impact
on the incomes of Iowa people is obvious.

The complexity of

the farm problem and current government policies seem to
offer no immediate solution to the poverty found in the open
country.

The impact of current government policies is one of
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alleviating what might be an otherwise more painful economic
pressure on farm families without coming to grips with the
welfare problem in agriculture--those farmers who do not have
the resources and/or the management skill to succeed.

New

agricultural technology will continue to appear suggesting
a continuous adjustment of more farm people to off-the-farm
employment.

Therefore, it seems that the need for new jobs

in the urban areas will be a continuing one until agriculture
as an industry begins to reach equilibrium.
It should be abundantly clear that new jobs is not the
only solution to a phenomena as complex as poverty or, more
broadly, disadvantage.

It must be one of many prongs of

attack from the point of view of several disciplines, i.e.,
education, psychology, sociology, religion, medicine to name
~ut a few, but that is outside the scope of this study.

Some

of the elements _necessary include adequate health care, education for present and future jobs, providing knowledge of
job opportunities and incentive to move to employment opportunities, eliminating discrimination in employment, helping
people reconcile their aspirations with their opportunities,
and insofar as one parent households, especially those headed
by a female prevent an individual from attaining an above
poverty production potential, provide whatever assistance is
necessary and acceptable to eliminate that hindrance.

In

short, a complex problem requires diverse means to solve it.
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The big problem is to identify more precisely the variables
influencing poverty, and more importantly to determine the
extent of public or private investment in each problem area
so that the returns--elimination of poverty--are nearly
equal from each unit of investment.
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